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Summary 


The Robles Administration has survived the contro- 
versy touched off by the September 24 Joint Declaration 
on canal treaty negotiations and the inauguration of the 
current session of the National Assembly on October 1. 
While the reaction of most thinking and articulate sectors 
of the country to the Joint Declaration has been basically 
favorable, neither the efforts of the Government nor those 
of the opposition aroused a widespread response from the 
general public. Opposition attacks on the statement 
portend further acrimonious debate on canal issues in the 
future, particularly with regard to U.S. military bases. 
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The Government successfully met the challenge to its 
conduct of treaty negotiationy put it continues to be un- 
able to arouse widespread popular support for itself des- 
pite considerable achievements, notably in the rural areas 
of the country. Moreover, there are signs of strain not 
only between the different political elements comprising 
the Government coalition but also within the President's 
own }iberal Party. These stresges will probably increase 
as the 196° presidential elections draw near. 


9 OCT 26 AM 9 5} 


aoe 
vo 


DECUASSINIED 
Autherity Te, il ee SNC, @ SC. SCA) and (D) 
By, ME + ARS, Date , gia Downgraded at 3-yr intervals 
Declassified after 12 years 
ks = 
OR DEPT. USE ONLY 
¥. 
oe DS-323 ae SO PaO age ae a Ta Xj 10 [7] Our 
ratte y: Ye . a . ontents and gasification Approved by: 
Wo TiKark&shian/ECCn :Amulhern: pt’ Recanith 
Clearances: 
The Aubassador (in draft.) 


Panama A~180 
Page 2 


i 
i Public attention has shifted from the canal 
[.. problem and is now focused on such issues as 


alleged corruption in Government, Christian 
Democratic, charges of political persecution, and 
increasing pressure from public employees for 
wage increases, However, piven continued firm 
support from the National Guard, which shows no 
Sign of weakening, the Robles Administration 
should have no major difficulty in maintaining 
political stability and public order for the 
foreseeable future. 


introduction 
The September 24 Joint Declaration on the status of canal treaty 
negotiations and the October 1 inauguration of the current session of 
the National Assembly accentuated, but did not change, the basic 
problem of political survival which has confronted the Robles Admini~ | 
stration since it took office one year ago. A variety of opposition 
forces, spearheaded by ex-President Arnulfo ARIAS' Panamefiista Party, 
continues to be dedicated to the sole objective of bringing about the : q 
Government's downfall. 


The paramount issue overshadowing and shaping political events 
in Panama continues to be the canal problem. Recognizing this fact 
of life, the Robles Administration has staked its political future on 
its ability to conclude reasonable agreements with the U.S. on the 
canal problem which will at the same time satisfy the principal 
aspirations of the Panamanian people. 
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Need for Public Statement 
In the period preceding the Joint Declaration of September 24, 
opposition clements criticized the Robles Administration with increasing 

Ae effectiveness on the prounds that a cloak of sccrecy was being used to 
aad conceal the fact that eee were slalomated. Despite 
periodic assurances that satisfactory progress was being made, it was 
“evident that unless the fovernment were able to demonstrate definitive 
progress in the conduct of negotiations, it would face a serious crisis 
on the inauguration of the National Assembly on October 1. 
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The National Assembly quickly became the principal battleground 
in the controversy over the Joint Declaration. President Robles led 
off in his state of the nation address at the Assembly's inaugural 
session with a lengthy defense of his Administration's conduct of 
treaty negotiations and its achievements in other fields during its 
first year in office. The President cited an impressive list of 
accomplishments, emphasizing the maintenance of public order without 
the loss of civil liberties, fiscal responsibility, tax reforms, 
rural development, agrarian reform, and improved education, housing 
and public health facilities. 


The September 24 Joint Declaration by Presidents Johnson and 
Robles achieved the immediate purpose for which it was intended -- 
the bolstering of the domestic political posture of a. Government with 
which the U.S. has a good chance of negotiating satisfactory treaty 
agreements. This fact has not been lost on the political opponents 
of the Robles Administration and constitutes the real basis for their 
current criticisn. Z 


Cppesition triticigm 

Predictably, the opposition political parties have been vociferous 
critics of the Government's conduct of treaty negotiations. Foremost 
among these are the Panamefiistas, Christian Democrats, Socialists and 
the communists, Formal declarations denouncing the conduct of treaty 
negotiations have been issued by the Pananefiistas, Christian Democrats 
and the Feople's Party (Communist). Pro-Government coalition parties, 
including the Republican, Third Nationalist and Liberal Parties, did 
not issue any fomnal declarations on the subject but held firm in 
supporting the Government in the National Assembly. 


As expected, communist student froups, led by the Movimiento de 
Unidad Reformista (UR), have attacked the Government's position. 
business and some professional rroups have Leen among the Government's 
stronrest supporters. Labor in peneral has largely adopted a wait-and- 
see policy. 


aArnulfo Arias! "Urited vront" 

gome, bub not all, of the Govermnent's critics have sought to 
formalize their common purpose by the formation of a "United Front" 
under the leadership of Arnulfo Arias. ‘The principal significance of 
this development is that the Panamefitsta leader has shaken off the 
letharry which has charncterized his direction of party activities 
since the 1964 elections. At the same tine, he has broken his self- 
imposed rule of not. engaring in political alliances. The United Front 
is streugpthoned is the participation of such political figures as 
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Juan de Arco GALINDO and Victor GOYTIA, who give it an aura of respect- 
ability and the appearance of broad participation from the political 
spectrum joined in common cause. 


Role of Carlos Ivan ZUNIGA 

Significantly, the most effective and persuasive critic of the 
treaty negotiations, Socialist Deputy Zufiiga, has not joined the United 
Front. The Christian Democrats also failed to join, but there are some 
signs they may nevertheless cooperate in other ways with the Arnulfistas 
in the future. It seems evident that the real strength and popular 
appeal of the United Front does not go much beyond that of the Panam- 
efiista Party ilself, and it remains to be seen for how long the United 
Front will remain united once the exigency of the immediate situation 
is dissipated. 


While opposition critics initially focused their attention on such 
minor points as allered differences in the Spanish and English texts 
of the Joint Declaration, criticism by all opposition forces, regardless 
of political persuasion, has gradually concentrated on more specific 
issues such as: 1) there should be no progress on a sea-level canal 
until the 1903 Treaty is abrogated and Panama is made a full partner in 
the operation of the present canal; 2) the proposed Status of Forces 
and base Rights Agreement should not be the price for abrogating the 
1903 Treaty or for acquiescing in studies for a sea-level canal since, 
it is argued, a sea-level canal would not require military bases for its 
defense; and 3) neutrality and denucle:rization should be applied to the 
sea-level canal. It seems likely that in future debates on the canal 
problem, the attention of Panamanians will be largely directed to these 
issues. It has also become increasingly probable that the Government 
will have a particularly hard fight on its hands on the issue of military 
bases. 


Less often stated, but more fundamental, is the opposition view 
advanced principally by the Panamefiistas, but also by the Christian 
Democrats, that the Robles Government was clected by fraud and therefore 
nothing it achieves has any validity. A corollary argument is that the 
opposition political parties represent an overwhelming majority of the 
people but have not been allowed to participate in the conduct of 
necotiations, Therefore, since the will of the people has not been 
taken into account, whatever the minority Government succeeds in 
accomplishing, is worthless. 
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The Government's Defense 

The Government's defense of its conduct of treaty negotiations 
has been based primarily on the twin arguments that the Joint 
Declaration simply constitutes a progress report, albeit a highly 
encouraging one, on the status of the negotiations and that the 
policies of the Robles Administration are but a continuation of 
those of the previous administration. Covernment spokesmen have 
sought to document their arguments with frequent references to 
specific recommendations made by the then chief negotiatior, Jorge 
ILLUECA, now a leading critic of the Administration. 


With a dispassionate clarity novel. in Panamanian political debate, 
the Administration's most effective spokesmen on this issue, negotiator 
DE LA ROSA, appeared before the Assembly anu on nationwide television 
and set forth certain hard realities which he argued Panamanians must 
face up to. In essence, these are that regardless of Panamanian views, 
the U.S. presence in the Canal Zone is established by treaty; that 
charces desired Ly Panamanians can only be obtained through patient 
and difficult negotiation; and finally, that no Panamanian negotiators, 
however well~intentioned and patriotic, can achieve an ideal solution 
to Panama's aspirations regarding the Canal. The eventual recognition 
by Panamanians of the validity of these precepts is a prerequisite to 
the conclusion of a reasonable settlement of the Canal problem. While 
it remains to be seen how much progress has been made toward that end, 
at least a start was made in the national public examination of the 
problem which must take place if U.S. relations with Panama are ever to 
be placed on a workable basis. 


The reaction of most thinking and articulate sectors of the country 
to the Joint Declaration has been basically favorable. With certain 
exceptions, media coverare has been impartial in its treatment of the 
debate and the issues involved. Editorial corment in the more respons— 
ible press has consistently called for calm and reasoned judgment of 
the problem. Numerous editorials have urged unity among Panamanians of 
all pelitical persuasions in order that the national. interest not he 
sacrificed for the sake of political partisanship. Foreign Minister 
MLUTA best expressed this arpinent when he stated that Panamanians 
could not afford to commit “collective suicide". 


After four weeks, the "reat deLlate" touched off by the Joint 
Declaration has rui its course. The opposition tactic of seeking to 
have the Uational Assembly invite Arnulvo Arias to present his views 
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on the subject failed, as did all other efforts to whip up popular 
feeling and incite demonstrations in the hope of creating an 
incident which could lead to the Government's downfall. 


An actual confrontation between the principal antagonists did 
not occur. The debate in the Assembly was largely limited to the 
presentations made by negotiators De la Rosa and ALEMAN. The inter- 
vention by opposition Deputies was limited to questions in the guise 
of points of order. Likewise, the expected confrontation at the 
University did not materialize. Had either of these confrontations 
taken place, the possibility of demonstrations would have been creatly 
enhanced. 


Neither the opposition's demasoric charpes of "treason" nor the 
Covernnent's appeal to reason aroused any widespread response from 
the feneral public. The reasons for the passivity or failure of the 
average Panamanian to identify himself openly with one or the other 


side in the controversy are open to speculation. It may be the average 
Panamanian considers the Joint Declaration as being no more, and probably 
less, than Panama's just due. It has also been argued that Panamanians 
have learned from bitter experience to wait until optimistic pronounce- 
ments are translated into more concrete form. 


The absence of a more overt react’.on by the man in the street may 
also indicate that the average kanamanian neither understands nor 
really cares about the basic issues or principles involved. It can be 
argued that his occasional, personal involvement in the Canal problem 
may simply represent a periodic outburst of pent-up frustrations of an 
economic and social nature, rather than the manifestation of any deep- 
seated beliefs in specific principles; in short, that the Canal issue 
is the safety valve for Panama's underprivilered masses. ‘wJhatever the 
explanation, it is clear that the debate on treaty negotiations has 
been larrely the property of those who seek to mold public opinion 
rather than of the public itself. 


The virtues and weaknesses of the Nobles Administration have been 
highlighted once acain by the controversy over treaty nerotiations. 
The Government's policy of appealing to reason iwidoubtedly has Leen 
strengthened by the Joint Declaration and the outcome of ihe ensuing 
debate. The Robles Aduinistration has been spared the temptation of 
resorting to extreme positions in order to vie for public support. 
Despite the avsence of widespread enthusiasin for the Joint Declaration, 
the basic reaction of most Panamunians probably has been more favorable 
than not, or at worst is one of waiting for further developments before 
malcing a judiment. In any event, the Government has enjoyed the 
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advantage of issuing a favorable progress report while the burden 
of proof for discrediting it has been on the opposition. 


The Administration has been well served during the debate on 
treaty negotiations by the previously demonstrated determination of 
President Robles to act quickly and dezisively in meeting threats to 
public order. This fact alone has forced opposition elements to 
exercise greater restraint than they might otherwise be inclined to 
use in their efforts to incite demonstrations and thereby promote a 
political crisis. 


Other Issues Affecting Stability 

On the nepative side, the Robles Administration, elected by a 
slim plurality (a margin of 10,000 votes out of 314,000 cast), re- 
mains unable to arouse the popular support of the masses while still 
remaining suspect in the eyes of entrenched economic interests, 
largely because of its tax reform measures. Despite its considerable 


achievenients, notably in the rural areas of the country, the Admini- 
stration has obviously failed to develop a charisma of its own. 


In the National Assembly, the Government is dependent on a slim 
rajority based on a tenuous multi-party coalition. Key elements in 
the Government coalition, including Republican Party leader and 
ldnister of Government, J. D. BAZAN, and Third Nationalist Party 
leader Gilberto ARIAS, continue to use their support as a lever for 
extracting further patronage. ‘The problem of satisfying the demands 
of the numerous coalition claimants is a serious one which continues 
to plague Tresident Robles and will probably become worse. The 
Government's need to rely on such mercurial elements as Gilberto 
Arias exemplifies the extremely difficult role President Robles must 
play. 


While it has not yet become a critical problem, there are signs 
of strain not only between the different political elements comprising 
the Government conlition but also within the President's own Liberal 
Party. The less than helpful line on treaty negotiations taken by 
Liberal farty head and iiinister of Finance David SANUDIO's new news— 
paper, Il liundo, is puzzling but is probnbly related to his 1968 
vresidential aspirations. With iiinisters Gamudio (Liberal), RAMIREZ, 
(Liberal) and sasdn (Republican), the Robles Cabinct has at least three 
1968 presidential hopefuls whose jockeying for position may become 
increasinsd: prejudicial to the Administration's stability. It seems 
probable that the already; visible strains within the Government will 
increase as 1965 approaches. 
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The Economic Climate 

On the economic side, domestic business and trade seem to be 
holding their own and the climate for private foreign investment 
continues to be food, although the rate of actual private foreign 
investment has never recovered from the slump following January 
196h. The support provided by loans from USAID and various inter- 
national lending agencies has been of material support to the 
economy. Unemployment, particularly in the urban areas, remains a 
major problem and inevitably tarnishes the Nobles Government's 
political image. 


President Robles remains firmly committed to the Alliance for 
Progress, and he and certain Cabinet members continue to demonstrate 
in every way their desire to cooperate in Alliance projects. The 
great shortcoming, however, continues to be the lack of competent 
centralized planning. 


It scens clear that the Government will end the year with a 
bulretary deficit. A two-pronred effort to reduce spending by the 
various ministries and to improve collection totals during the next 
three months is cxpected to reduce the ordinary budget deficit some- 
what. However, efforts to cut back expenditures are not as strenuous 
as they might be, and the Government is already under heavy political 
pressure to raise the salaries of public employees. The tax reform, 
one of Robles! major achievements, has not achieved the returns the 
Government had hoped for, although it may well produce more impressive 
results next year. 


The proposed ordinary budget for 1966 will amount to 590.4 
million, representing an increase of approzimately $4.0 million over 
the 1965 budret, with comparatively little allowance for new develop- 
ment. 


Conclusions 

The inmiediate crisis sterming from the Joint Declaration and 
the inaugurablion of the current session of the National Assembly 
has been successfully met by the Nobles Administration. Public 
interest and the debate in the National Assembly have. a#feady shifted 
from treaty nerotiations to other issues, The Government's conduct 
of treaty nerotintions inevitably will come under further attack in 
the future. However, il appears likely that for the immediate future 
at least, public attention will be focused on other matters. 
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Among other problems which could sause the Robles Administration 
serious difficulties is the corruption issue. Word of mouth specu- 
lation aout the alleged misappropriation of revenues from the 
Governnent-licensed gambling casinos and rumors of other forms of 
corruption in high Government circles are frequent topicsof dis- 
cussion at all levels of Panamanian society. Corruption is not a 
new theme in Panamanian politics, and what is known about this 
Administration would indicate that if anything it is freer of this 
taint than most previous governments have been. Nevertheless, the 
rumors continue to circulate, and Robles! political enemies can be 
expected to use every means to exploit this issue. 


Other current problems facing the Administration include the 
Christian Democratic charge of "political persecution" and increasing 
pressure from public emplovees, especially teachers, for wage increases. 
Tublic demonstrations on both issues have already taken place and are 
likely to occur again. 


Given the continued firm support of the National Guard and, of 
course, barring a major dramatic development such as the death of 
President Robles, the Nobles Administration should have no major 
difficulty in maintaining political stability and public order for 
the foreseeable future. An important qualification, however, is that 
if a nuaber of anti-~Government issues rain popularity and resulting 
denionstrations occur sinultaneously and in diverse parts of the country 
(which is not at this time considered likely), the National Guard's 
capability to maintain public order could be exceeded. 


The next possible period of difficulty for the Government would 
appear to be the November holidays in celebration of the nation's 
independence. There is, however, no indication of weakening in the 
National Cuard's support of the Administration and, contrary to their 
expectations, opposition elements have not been able to generate a 
climate cf tension that vould lend itself to acute pelitical instability. 


Thus, there is no reason to believe that in the immediate future 
the Robles Goverment will face any more serious challenre than that 
which it has just weathered. 
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" THE WHITE HOUSE 


WASHINGTON 
SEGRET January 8, 1965 


NATIONAL SECURITY ACTION MEMORANDUM NO, 323 


SUBJECT: Policy toward the present and future of the Panama Canal 
: ; ’ ' 
- TO: The Secretary of State” 
The Secretary of Defense 
The Director, Central Intelligence Agency 
The Chairman, Atomic Energy Commission 
The Director, Bureau of the Budget 
The Director, U. S. Information Agency 


1. Basic policy toward the present and future of the Panama Canal 


has been sect forth by the President in a’ statement on December 18, 1964, 


of which an authentic copy is attached. This statement makes it U. S. 
policy to work toward a new sca level canal and to propose Peper otianion: 
with, Panama of the existing Panama Canal Treaties. ce 


(2. The Secretary of State.is requested to begin discussions. as ap- 
propriate with the Governments of Panama, Colombia, Nicaragua, and 
Costa Rica, with respect to the possibilities of a sea level canal. The 
Secretary is requested to determine which of these governments would 
bc. interested in the possible construction of a sea level canal through 
‘it: territory. The United States is prepared to begin negotiations with 
interested governments on the terms and conditions for the construc- 
tion and operation of a sea level canal. Depending on the results of 
these negotiations, it is expected that we would proceed with selected 
site surveys. 


3. We have in mind a treaty for a sea level canal in which sover- 
clunty over the canal area would remain in the country or countries 
through which the canal would pass. The United States would be au- 
thorized, at its option, alone or with others, to undertake construc- 
tion. Financing would be the primary respons ibility of the United 
States Government, but the door could be left open for it to accept 
contributions from other sources, both public and private. 


fe 


4. The United States Government has no final position or the 
exact '.<m by which interested governments might join in operation 
of a sea level canal. There are advantages and disadvantages in an 
international commission which might include representatives of 
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users or of financing groups or of the Organization of American States. 
There are equally advantages dnd disadvantages in bilateral operation 
by the United States and the country through which the canal might run. 
Moreover, it is possible to think in terms of two layers of responsibility, 
one bilateral and the other broadly international. ‘Final decisions on 

, these matters will be made by the President in the light of: further © he 
advice and recommendations frém the Secretary of State and the Secre- 
tary of Defense. 


5. Itis expected that the defense of the new canal would be the 
responsibility of the United States and the country or countries through 
which the canal runs. We should seek treaty terms which give to the 
United States the necessary rights and freedom of action to ensure the 
effective security of the canal regardless of the actions of the other 
country or countries. 


6. The tolls for a sea level canal would be fixed in such a way as 
to put the canal on a self-sustaining basis, to pay.an annuity to the 
host government, to amortize this investment and to serve the inter- 
ests of world commerce. Like the present canal, the new interoceanic 


canal would be open to the vessels of all countries on the basis of equality. 


7. Whatever treaties are agreed upon would, of course, be subject 
to approval and ratification in accordance with the constitutional pro- 
. cedures of the United States and the other country or countries involved. 


8. With respect to the negotiation with Panama, the following 
principles will guide our negotiators: 


(1) We are glad to join with the Government of Panama in 
searching for solutions which are compatible with the dignity, respon- 
sibility and sovereignty of both nations. Itis clear that,we must make 

- provision for the continued protection and operation of the existing canal 
by the United States until it is replaced. 


(2) We are prepared to negotiate a new treaty with Panama 
governing the present lock canal, based on the retention by the United 
States.of all rights- necessary to the effective operaticr and protection 
of the canal, including administration of the areas required for these 
purposes, This treaty would replace the 1903 Treaty and its amend- 
ments. It should recognize Panama's sovereignty. It should provide 
for a termination date for rights retained by the United States based on 
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the opcrational date of a sea level canal ‘wherever it might be constructe - 
ed. It should provide for the cffective discharge by thc United States 
of its responsibilities for hemispheric defense. The present treaties 
would, of course, remain in effect until a new agreement is reached. 


(3) The new treaty for the-existing canal should include’ade~_ 
quate provisions to ensure continuation of qur military bases and ac- 
tivities in the Canal Zone until the closing of the existing canal, with- 
out loss of necessary rights or frecdom of action. The treaty should 
make no distinction between the use of bases for purposes of protec- 
tion of the canal or for hemispheric security. The agreement should 
contain appropriate acknowledgment of Panama's contribution to hemi- 
spheric security under these arrangements. In addition, arrangements 
should be included to continue existing U. S. military base rights in 
the Republic of Panama outside the Canal Zone and to create appropri- 
ate status of forces provisions for U. S. servicemen when outside the 
Zone. 


(4) Upon the closing of the existing canal, our military rights 
under the new treaty as discussed in the preceding paragraph will 
terminate. Therefore, negotiations should also be started for a base 
rights and status of forces agreement with Panama, rclated to hemi- 
spheric security, to come into effect upon the closing of the present 
canal. This new agreement should provide for continuation of U. S. 
military bases and facilities in the present Zone and outside the Zone 
in the Republic of Panama, with such changes as are needed. The 
agreement should also cover whatever new arrangements are needed 
in connection with the security and defense of the new canal wherever 
it is located. 


(5} Wherever the new canal is built it will create new oppor- 
tunitics. To be sure, closing of the present canal would cause eco- 
nomic problems for Panama, but these would be offsct to a great ex- 
tent by those new opportunities which would be created if the sea level 
canal were built there. Panama would benefit not only from the actual 
construction of such a canal, but would also continue to enjoy the bene- 

fits of the present canal until the new one were completed. We are 
prepared to consider now with Panama a program of how best to take 
advantage of these opportunitics.and to meet these problems. The ef- 
ficient employment of Panamanian workers employed in the present 
canal whose services would not be nceded in the operation and mainte- 
nance of the sea level canal will form a major topic of our discussions 
with Panama. 
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(6) We will also take every possible step to protcct the employ- 
ment rights and economic security during the transition period of United 
States citizens now employcd in connection with the operation, mainte- 


nance, and defense of the present canal. We shall do what is necessary 


to: find them employment fitting their skills and experience and by pro- 
- viding retraining where this is called for. 


ae é 

9. In summary, the Pres ident's new policy sets three principal 
tasks before the United States Government, in order to satisfy the re-~ 
“quirements of the present and the future: 


(1), Working out satisfactory arrangemer.. .or the construction 
and operation of a new sea level canal; 


(2) Providing a new treaty framework for the interim period 
to govern the operation and administration of the present lock canal; 
and 


(3) Agreement on the terms of arrangements for facilities for 
defense of the existing and sea level canals and for the security of the 
Hemisphere. 


These three problems are intimately interrelated and to the 
maximum degree practicable, should be addressed simultaneously. 


10. NSAM 152 dated April 30, 1962, and NSAM 164 dated June 15, 
1962, are rescinded; except paragraph 6 b »~1 ¢ (2) of NSAM 152, 


* 


Mf Of 


' McGeorge Bundy 


